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SOVIET REGIONAL DEVELOPMENT IN 1960-69: 
TRENDS AND IMPLICATIONS 


HIGHLIGHTS 


Despite the official cal! for economic equality among the several regions 
and republics of the USSR, regional disparities in per capita income, industrial 
ow put, and agricuk.. ral production increased substantially during the 1960s. 
Ry the end of the decade, those regions with the lowest levels of development 
in 1960—the Central Asian! and ‘Transcaucasian repubtics-—had fallen even 
further behind the rest of the country in terms of por capita income and output. 
The principal reasons for this. situation are extremely rapid population growth 
in the poorer regions, investment allocations that were not designed for re- 
ducing, regional differences, and the low productivity of labor and capital in 
many of the less developed. regions. 


Population growth in the Central Asian and) ‘Transcanecasian republics has 
been much greater than in any other area of the country over the past decade, 
primarily because of their high rates of natural increase. Interregional migration 
patterns, however, also contributed to regional disparities in population growth— 
reducing, growth in areas with relatively lowe rates of natural increase aad aug 
menting growth in areas already having relatively high rates of natural increase. 
Migration into the southern regions has been influenced by Soviet wage policy. 
txisting regional wage differentials are insufficient to compensate for the rigors 
of living in remote or climatically severe regions and snake the southern citics 
far amore attractive places of residence than the cold) uncongenial areas. of 
Siberia and the Urals. 


The slowest growing areas in the country in terms of per capita national 
income are Azerbaydzhan, Uzbekistan, and Turkmenia, while the fastest ¢ wing 
are Lithuania, Belorussia, and Moldavia, In the three lagging regions, growth 
rates of population were among the highest in the country, whereas national 

. income growth was slower than in any other region because of the very low 
growth rates of industrial output. Conversely, the rapid vrowth of Lithuania, 
Belorussia, and Moldavia is reflected) in above-average increases in national 

‘ income, industrial output, and agricultural) production together with much 
lower growth rates for population. 


Investment allocations during the 1960s have not been oriented consistently 
toward reducing regional differences in. production and income. Two of the 
poorer republics—the Kazakh and Turkmen Republics—received more invest- 
ment funds per capita than wealthier republics, but much of this capital was 
cirected toward the exploitation of particularly rich mineral asd fucl deposits. 


"Throughout this paper, the term Central Asia includes the Kezakh Republic. 
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On the other hand, the Georpian, Kirgiz, and Tadzhik Republics were given in- 
vestment alocations barely half as large as those funneled into the Kazalh 
Republic. Whether actual investment policy has been to maximize national 
economic growth rather than to effect regional parity is uncertain, Policy state- 
ments are confused and the results are mixed. Although industrial investments 
have not favored consistently those republics in which the productivity of 
combined labor and capital inputs was bighest, investment allocations have 
not seflected a planners’ goal of reducing, regional disparities. 


A serioas: impediment to narrowing the differences in regional levels of 
development is the relatively low growth of productivity of labor and capital 
in many of the poorer regions. Over the past decade, industrial output per 
unit of combined inputs has grown very little in the less developed republics. 
In some cases—Uzbekistan, Turkmenia, and Azerbaydzhan—indus'rial output 
grew at rates below the national average as a decline in productivity offset 
the above-average growth of combined inputs of Iabor and capital. 


The present status of regional development confronts Sovict planners and 
political leaders with a policy dilemma. A. significant reduction of regional 
income differentials and maximum national economic growth cannot be achieved 
simultaneously through investment: strategy alone. Thos : regions that appear 
to have the best investment opportunities are not the regions with the lowes: 
income per capita. Moreover, the 1971-75 plan dato for the republics suggest 
that the geographic pattern of development will not change radically over 
the next five years. The new five-year plan gives no prospect of reducing 
regional income differentials by a coordinated redistribution of both capital 
and labor. Thus the regional disparities in development levels are likely to 
persist with little change during the new plan period. In fact, if planned 
industrial growth must depend primarily on increases in factor product. vity, as 
stated by the leadership, the development gaps may continue to inersase, with 
the less developed republics falling still farther behind the rest of the country. 
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DISCUSSION 


INTRODUCTION 


Although Sovict economic development has proceeded rapidly, its geographic 
incidence has been very uneven. The persistent large differences in per capita 
income and production among regions are surprising in view of the longstanding 
Sovict goal of providing an even distribution of productive forces (meaning 

. industry primarily) over the entire country. However, the lack of progress in 
this regard could, until around 1960, be explained by the imperatives of the 
carly industrialization drive, World War II, and the recovery from war. 


The emphasis on speedy development, ir conjunction with the shortage of 
capital during the 1920s and 1930s, encouraged growth at existing industrial 
centers, which were to a large extent the traditional manufacturing centers 
in the European part of Tsarist Russia. Morcover, the massive transfer of in- 
dustrics eastward in 1940-43 was still not sufficient to overcome the imbalance 
in the distribution of production, After the war, the concern with reconstruction 
coupled with a Lighly centralized branch principle of pianning brought about 
a territorial distribution of economic activity very little different from that 
existing in 1945. Only after the mid 1950s, particularly with the creation of 
the councils of national ec momy in 1957, did attention to regional aspects of 
economic development increase appreciably.? 


The purpose of this paper is to assess the results of Soviet regional development 
policy during the 1930s. .\fter the framework of this policy is set out briefly, 
statistics on per capita naticnal income, gross industrial output, and agricultural 
output ar2 examined for the 15 union republics and, where possible, the ten 
economic regions of the Russian Soviet Federated Socialist. Reovblic—RSFSR ? 
(sce Figure 1). National income cannot be calculated for the regions of the 
RSFSR, so their relative levels of development are shown in terms of the two 
major contributing sectors to national income—industrial aad agricultural out- 
put. Industrial output per capita is a particularly useful indicator because in- 
dustrial development is the leading edge of Sovict growth strat. gy. Therefore, 
the implications of that strategy for regional development should be most 
visible in statistics on regional industrial output. 


Next, regional trends in population grov th are presented. Because the ex- 
amination of output, income, and populr ion shows that regional differentials 
were greater at the end of the 19€0s than at the beginning, the paper goce on to 

: investigate the reasons for the tailure to nazrow the income gaps among regions. 
Finally, since some of the reasons have clear implications for current and future 
Sovict economic policy ard growth, these implications are discussed in the 
concluding section of the paper. 


* Councils of national economy were established as a system of regional units in an abortive 
attempt to facilitate economic decisionmaking by decenirilizing economic management. The 
system was abolished in 1965. 

* For primary data used in calculating regional trends in per capita natioral income, industrial 
and agricultural output, and f+:tor productivity, see Appendix A. National income and indus- 
trial production data were derived from official Soviet statistics and reflect Soviet concep .. 
and biases. The effe ts of sucl: biescs we discussed in Appendix B, including Tables B-1, B-2, 
and B-3. The regional values of agricultural output were estimated from price and quantity 
data for 17 agricultural products. 
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USSR: Union Republics iid RSFSR Economic Regions, 1971 Figure 1 


Pee 
Republics RSFSR Economic Regions 
13 . Estonia 15. Northwest 
Ne . Latvia 16. Center 
17 


1 
2 
3. Lithuania . Central Chernozem 
4. Belorussia 18. North Caucasus 
5. Ukraire 19. Volga-Vyatka 

[__] Russian Republic 6. Moldaviz 20. Volga Valley 

‘ 7. Georgia 21. Urals 

Usd peice 8. Armenia 22. West Siberia 
¥. Azerbaydzhan 23. East Siberia 
10. Turkmen 24. Far East 
11. Uzbek 
12. Tadzhik “Kaliningrad Oblast’: Included 
13. Kirgiz in the statistical data of 
14, Kazakh the Northwest region. 
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SOVIET POLICY TOWARD REGIONAL DEVELOPMENT 


The Soviet Minorities 


Diversity is the most striking characteristic ~{ the Soviet population. Nearly 

170 nationalities and about as mary languages form the cthnic and lingnistic 

composition of the USSR. However, most of these ethnic groups are quite small 

relative to the total popul«tion. Only 11 constitute more than 1% of the total 

population and only six, more than 2%. Nevertheless, these. six nationalitics 

comprise the Lulk of two ethnic groupings with vastly different cultures and 

attitudes. The Russian, Ukrainian, and Belorussian nationalities make up the 

bulk of the Slavic peoples and together account for 74% of the total population; 

: the Uzbeks, Tatars, and Kazakhs belong to the Turkic group and account for 

8.5% of the population. The largest single nationality is the Russian, with 53.4% 

of the total population in 1970, Nearly 84% of these people live within the 

RSFSR, whervin they comprise almost 83% of that republic’s population. 

Kussians also viake up the largest nationality (43%) in Kazakhstan, and in 

all other republics they rank either second or thivd. Only in Armenia, Georgia, 
and Lithuania do Russians comprise less than 10% of the population. 


Although the Sovicts officially proclaim equality among. the nationalities, 
Russian dominance general'v pervades the political and economic life of the 
minority groups. Minority languages, literature, and arts are still supported and 
even encouraged, but the use of the Russian language increases throughout the 
USSR, and Russians continue to migrate to the cities of traditionally non-Russian 
areas, where they hold many of the key positions as managers, professionals, and 
technicians. The other nationality groups, particularly the nationalities of the 
Central Asian republics, are generally less widely distributed than the Russians. 
These groups are heavily concentrated in their respective republics and usually 
form significant minorities only in immediately adjacent non-Russian republics. 


The number of non-Russian people wno claim Russian as their native language 
has been inching upward (11.5% of the population in 1970 compared with 10.8% 
in 1959). Most of this increase has occurred among the Ukrainians, Jews, and 
Belorussians, and the percent of the non-Russian population speaking Russian 
fluently as a second language is generally greatest among the Slavic and other 
Indo-European groups. Linguistic assimilation has been more difficult to achieve 
among the Turkic peoples, owing partly to the more rapid rate of growth 
of these peoples and partly to the much stronger cultural differences between 
the Turkic and the Russian peoples. 


Policy Aims 


Because of ideological considerations, one of the goals of Soviet economic 
policy has been to equalize levels of development throughout the country. 
Originally part of Lenin’s “nationalities policy’—which considered economic 
‘ equality a prerequisite to political, social, and cultural equality and the eventual 
creation of a Communist socicty---this aim was sct forth specifically in terms of 
industrial development in the resolutions of the 10th Party Congress in 1921. 
Economic equality among the nationalities was to be achieved Ly transferring 
industry to the areas of minurity nationalities. 


“Kommunisticheskaya Partiya Sovetskogo Soyuza v rezolyvtsiyakh i resheniyakh s”yezdov, 
konferentsiy i plenumov ‘sentral’nogo !om'teta, Moscow, vol I, 1954, p. 560. Although what the 
Soviets meant by equalny is not e! vfor ccample, per capita industrial output, per capita 
real income, or some other measure ), they apparently intended to equalize economic develop- 
ment in general and believed that industrialization was the most effective snean: to this end. 
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Following the 15th Party Congress in 1927, which ushered in the Creat In- 
dustrialization Drive, the goal of equality was overshadowed by the concern 
for rapid industrialization® and maximum productiv.. at minimum cost.* Since 
the less developed areas were Jess favorably endowed with the infrastruc- 
ture necessary for the rapid development of heavy industry (the primary 
focus of the industrialization drive’) they received an insignificant share of 
the total investment.* As a result, litthe progress was made in the pursuit of re- 
gional parity. 


Nevertheless, for political and ideological rcasons, equalization of levels of 
development among regions and republics has remained a tenet of Sovict de- 
velopment policy, and the definition of “development” has been broadened to 
include production in sectors other than industry.® In its present form, Sovict 
development policy incorporates the objectives of hoth regional parity and maxi- 
mum production. Current statements on development policy, although somewhat 
ambiguous, scem to assign equal priority to both aims, or, at least, to be founded 
on the belief that the objectives are consistent.!° 


In fact, conflicts arise in attempting to achieve both regional parity and 
maximum production simultancously. Since the best investment opportunitics 
are not necessarily in the less developed regions, heavy investment allocations 
to these regions could be inconsistent with the goal of maximizing overall pro- 


*The 15th Party Congress ordered pursuit of the equalization goal to proceed within the 
constraints of national interests. (Ibid., vol H, p. 463.) 

* Pishchayev, V., “K postanovke problemy geograficheskogo razmeshcheniya promyshlennosti 
SSSR,” Problemy ckonomiki, no 6, 1931, p. 102. 


For years, indeed for the whole period covered in this monograph [1928-52], almost 
the whole economy was geared to produce ever more steel for the construction of ever CPYRGHT 
more steel and other heavy-industry factories, as well as for the output of ever more 
armaments, 
(Jasny, Soviet Industrialization, 1928-52, Chicuo, 1961, p. 3.) 

* Koropeckyj, LS., “The Development of Sovict Location Theory Before the Second World 
War,” Soviet Studies, no 2, 1967, p 243. Koropeckyj argues convincingly that the emphasis 
on increased development of the already established industrial centers during this period was 
motivated primarily by defense considerations—that is, heavy industry was considered the 
backbone of defense, and rapid development of heavy industry wes considercd the most 
expedient means to military preparedness. 


° Several Soviet specialists have indicated that the equalization of development levels includes 
equalizing the level of “well-being” of the population. However, there is little agreement as to 
the methodology for measuring “well-being.” For example, sec Telepko, L.N., Urovni 
ckonomicheskogo razvitiya rayonov SSSR, Moscow, 1971, and Vedishchev, A.L., “Soizmereniye 
urovney khozyaystvennogo razvitiya ckonomicheskikh rayonov SSSR, in Ivanchenko, A.A. (ed.) . 
Ekonomicheskiye problemy razmeshcheniya proizvoditclnykh si] SSSR, Moscow, 1969. 
” For example, in his speech to the 24th Party Congress in 1971, Kosygin stated, 
One of the most important conditions for increasing the efficiency of social 
production is the correct siting of productive forces, which ensures the further indus- 
trial development of all the union republics and the consistent implementation of the 
Leninist nationalities policy. 
Fravda, 7 Apr 1971 . 2-7, cited in the Current Digest of Soviet Press, vol 23, no 16, p. 4.) 
Also, N.N. Nekrasov (Chairman of the Council for the Study of Productive Forces) recently 
said, 
The general plan for the development ana distribution of productive forces for the CPYRGHT 
period up to 1980 [includes] further equalization of the levels of economic develop- 
ment of the union republics and economic regions of the USSR, improvement in the 
interrepublic division of labor and production relations, cte. 
(Planovoye khozyaystvo, no 6, Jun 197], p. 90.) 
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duction."" Moreover, where relative retardation of economic growth in a region 
is the result of initial underdevelopment combined with rapid population growth, 
rather than failure to adapt to changing conditions from a previous position of 
equality, the movement of capital (inc'uding educational capital) into the 
underdeveloped region may have iitle effect if not accompanied by a move- 
ment of labor out of the region. 


The successful. solution to. the regional problem involves, in general, the 
application of the principle that cach resource be moved to the place where it 
contributes most to production. If investment opportunities are greater in the 
well developed regions, then the primary means of moving toward regional 
parity must be the movement of labor out. of the less developed regions, 
This is the familiar “north-south” problem as exemplified by the American South. 
In practice, differences in educational levels, cultures, languages, ete., may 
hinder population movement: the migration north in the United States has been 
going on for generations, Although adjustment is slow, the migration process 
can be a powerful factor in reducing regional income differentials. A good 
cxample is Brazil during the 1950s, where, despite the flow of private capital 
from the Jess developed Northeast to the relatively well developed Center-South, 
the migration of population in the same direction resulted in a narrowing of 
regional income differentials over the decade.” A somewhat different. case 
is that of Puerto Rico, where emigration to the United States acted as a 
safety valve to population growth, and an influx of US capital provided the 
wherewithal for per capita income growth," 


REGIONAL TRENDS IN PER CAPITA NATIONAL INCOME, INDUSTRIAL 
OUTPUT, AND AGRICULTURAL PRODUCTION 


Regional Differences in 1960 


In 1960, Soviet economic regions could be classified into three basic cate- 
gories: (1) the well-populated industrially developed regions of the European 
USSR, containing collectively more than two-thirds of the country’s population 
and three-fourths of the industrial employment; (2) the sparscly populated 
pioneer regions of Siberia and the Far East, with only one-tenth of both the 
total population and. industrial employment; and (3) the well-populated, in- 
dustrially underdeveloped regions of Central Asia, Transcaucasia, and. the 
North Caucasus, encompassing one-fifth of the population but only slightly 
more than one-tenth of the industrial employment. The data in Table 1 clearly 
show the large differences in the level of economic development among the 
individual regions of the USSR. 


" However, if investment in the less develope: regions, particularly those bordering on 
China, is motivated primarily by overall defense interests as suggested in a recent article by 
IS. Koropeck ,, then the regional parity aim could be consistent with national interests even 
if it conflicted with the goal of maximizing production. For a more complete treatment of the 
defense motivatio. ‘n investment decisions, see Koropeckyj, “Industrial Location Policy in the 
USSR During the Postwar Period,” US Congress, Joint “conomic Committee print, Economie 
Performance and the Military Burden in the Soviet Union Washington, 1970, pp. 262-285. 

"Graham, D.H., “Divergent and Convergent (egional Economic Growth and Internal 
Migration in Brazil—1940-1960,” ‘Economic Development and Cultural Change, vol 18, no 3, 
Apr 1970, pp. 362-382. See also Baer, Werner, “Regional Inequality and Economic Growth in 
Brazil,” Economic Development and Cultural Change, vol 13, no 3, Apr 1964, pp. 268-285. 

® Stahl, J.E., “An Application of a Klein Growth *,odel to Puerto Rico, 1947-61,” Economic 
Development and Cultural Change, vol 13, no 4, part I, Jul 1965, p. 471. 
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USSR: Per Capita Reyioanl Production in 1906" 
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“In all regions, per capita industrial output and per capita agricultural output together exceed 
the value shown for per capita national income beceuse the three indicators of development are 
based on different prices and concepts. The national income data are based on 1958 prices and 
reflect the Marxist conception of net income which includes only the pet product. of the 
“productive” sectors. On the other hand, the industrial output data are based on 1955 prices 
and reflect the gross output of industry, which includes doubleconnting: of some products. ‘The 
agvicultural data are based on three-year moving averages in 1968 prices and reflect production 
estimates net of intra-agricultural uses of farm products but not excluding, doubleconnting of 
purchases from other sectors. 


The derivation of these data is described in the notes to Appendix Table A-2. 
"Including Kaliningrad Oblast’. 


As indicated in Table 1, the western republics, including the RSFSR, started 
the decade with the highest leveis of per capita national income, while the 
republics of Central Asia and Transcaucasia had levels of nations! income ; 
per capita considerably below the national average. Not surprisingly, the levels 
of industrial output per capita in 1960 fell into the sam> general pattern. 


In terms of agricultural output," the picture was somewhat different. While 
the Baltic repuclics and the Ukraine were again among the leading regions, 
the Central Chernozem region, Belorussia, Kazakhstan, and Moldavia made up 
for part of their industrial backwardness with above-average agricultural pro- 
duction. However, in the remaining Central Asian republics and all of Trans- 


“It should be noted that while agricultural production per capita provides an indication of 
the relative weight of ayriculture in a region’s economy it may not provide a true measure 
of agricultural development—that is, agriculture may account for a relatively small share of 
national income in a region and still be highly developed in terms of output per unit of inputs. 
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the levels ab pea capita cacecidtonal producton were ade below the aatronsal 


DEVORE, 


Special nention should he made of the Ghee economic mesons cast oof the 
Urabe West Stherta, Mast Siberia. ane the lar Feast by (9G0 these teers al 
ready were near or above the natronel averted femmes ab per capita cidastial 
production, Nevertheless: anid of thas lerritory, partenhiuly ao the dear east 
é and Mast Siberia, consists af virtually uninhabited wilderness, ae he hare 
physical and climatic conditions Lound there have. seriously hampered develop 
ment consonant with their resource base. Mach greatter fimamenil omtlays are 
: required to establish and maintain the necessary facilities lor permanent settle 
ments in these areas than in any other part of the country, Althourh the Soviet 
‘ leadership has change to the hope that the vast potential resources ob these 
regions would provide the impetus for sell sustained wrowth and the develop 
i ment of a major market area, this has not yet occurred. 


Regional Development in the 1960s 


The inability of the less developed Soviet regions to keep pace with the rest of 
‘ the country is the most striking, feature of regional development ia the 1960s, 
Contrary to what might be the expected pattern fore nation whose policy 
ostensibly is to achieve regional equality, those regions with the lowest levels of 
developinent in 1960 did not generally row more rapidly during the 1960s than 
the areas already highly developed by 1960. In fact, percentage increases in 
per capita national income (see Migure 2) were lowest in the repintics of Ceu 
tral Asia and ‘Transcaucasia. Moreover, with the exception of Kazakhstan, re. 
publics that grew oat rates below the national average during 1961-65) fell 
‘4 even further behind during: 1966-69, 


Thus the gaps between these less developed regions and the rest of the 
country have been growing, as shown in Figure 3. ‘The range of variation in 
the levels of per capita national income among. the union republics, which 
was nearly 600 rubles in 1960, extending fiom 4500 below to 3660 above the 
national averaje, approached 1,100 rubles by 1969, ranging from 54e5 below to 
41% above the national average.® Since Soviet national income data exclude 

‘ any valuation for services, the differences between the two extremes probably 
would be even greater if national income were measured by Western concepts, 


which include values of services. Of those republics in which per capita na- 


e 
. tional income was below the all-union avecage in 1960, only Lithuania and the 
° o soe . > 
Ukraine were able to close the gaps (which were minimal in 1960) between 
i , themselves and the national average While Moldavia and Belorussia still re- 


main at levels below the national average, their positions improved. consider- 
ably relative to (le Central Asian and Transeaucasian republics. For the remain- 
ing republics, the 1960 deviations from average per capita national income (both 
positive and negative) increased considerably over the decade, 


* The coefficient of variation, which measures the relative dispersion of the republican data 
around the mean for the USSR, increased from 0.283 in 1960 to 0.355 in 1969. In other words, 
the relative standird ceviation from the average for the USSR was greater in 1969 than in 1960, 
indicating, greater re,ional disparity in development levels a! the end of the decade. 


Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1 


Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1 


USSR: Regional Variations in Average Annual Growth 
of Per Capita National Income, 1961-69° 


All Union Average 5.5", per Year 


Figure 2 


Average Annual Rate of Growt. (*») 


Ny ew) 1 : 1. Estonia 6.3 9. Arcrbaydzhan 1.7 

12. & 2. Latvia 5.9 10. Turkmen 1.7 

J. Lithuania = 7.9 11. Uzoek 2.5 

4 Salorussia 6.9 12. Tadzhik 3.6 

ae Significantly above average 5. Ukraine 5.9 13. Kirgiz 45 

-4 (more than 6.0". per year) 6. Moldavia 6.7 14. Kazakh 48 

[ | vaverayge growth 7. Georgia 4.6 15. ASFSB 4.8 
(5.0") to 6.0". per ye ar) 8. Armenia 5.3 


es Significantly below average 
“| (less than 5.0". per year) 


“Source Appenda Table At 
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Figure 3 


USSR: Regional Gaps in Per Capita National Income 


(Percent Above or Below Soviet Average) 
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Pr tern. of per capataameluesteral Production, the record voenty dedthy better {! 
(ore Pose of) Lathan, Relorioua, Moldavian the Central Chemnosen, 
Volta ane) Siberian pertones. abbot whrachy bad below ave mate bevels of develop 
Went oon TOGO) showed nelatiwely lawh erowth rates Chatactertdie of the aaa 
“Tow feceh Let vote, Fh devel dow mrewth’ Pattern The rehitiwely low 
seo tte rates an the diddy chev loped Northwest and Central revo abse con 
forme cl te this pattern, However of the tive Central Astinane three Piansean 
Costin repetblics, only hanger crew faster Han the atonal avenie over the 


whole tine Span, 


Asa esutt of these differences on rates al moth, the relative standings of 
the cepubties and RSESH cconornic revttons in terms of per capita industrial 2 
procdtuetion hifted appreciably (see Mime 5). In scomeral, the western and 
Baltic repuabhes and mest resions af the HSESR gained at the expense of the 
louse dominant Central ane Northwest resions. ‘the North Carcass, Armenia, 
and: Kavaklistan slipped slishth: while Ceonda, Averbavdzhan, ane the Uvhek, 
Tadshik, and ‘Vurkien Repubhes, which were well behind in 1960. fell still 
further in the rankings in 1961 69. 


The pattern of repional variations in perccapita arricultiral growth resembles 
the regional differences in ssins in perceapite industrial provdueiion, althourh 
the absolute range of variation wes considerably smaller. Growth wes sereuttent 
inthe Center and the Central Chemaozem regions of the RSESH. in Moldavia, 
Belorussia, and Lithuania, and in the Vola Vyatka region: it was least (or 
negative sin Central Asie and) Vranseaucasia (see Fivure 6). Of those resions 
with below-averassce levels of per-capita farm output in 1960, only the Genter, 
Urals, VoliaeVyatha, and the Par last regions of the RSESK and the Georjtian 
and Turkmen Republies moved toward the a nal average in relative terms he 
tween L960 and 196917 (see Figure 7), 


Thus the trends in per capita national income and industrial and: avricultural 
production all confirms the presence of a tare and: growing disparity in economic 
development between the less developed areas (Central Asia, the Transcancasus, 
and the North Caneasus region) and the rest of the country, White the economies 
Of all repions have progressed in the bast decade, the rate of provress in the loss 
developed reyions has bees too slaw for these remions oo hein catching up) to 


the rest of the country. 


REGIONAL TRENDS IN POPULATION GROWTH 


Natural Increase 
The wide regional ditferences in population growth in the USSR durinse the 
1960s (see Figure $) rerlect patterns of vrowth that are characteristic of the 
development process throaghout much of the world. The lowest rates of natural 
oo increase * occurred primarily in the Rearopean areas of the country (see Table 2), 
where urbanization is fairly well estabished and where per capita incony» is 
high. Conversely the highest rates are in Central Asia and the Caucasus waere 

, per capita income is low. 


* The coefficient of variation increased slightly from 0.383 in 1960 to 0.385 in 1969. 

© The coefficient of variation showed an increase f-om 0.343 in 1960 to 0.396 in 1969, 
, an “The natural rate of population increase is the difference between the birth rate and the 
* death rate and equals the numerical increase per 1,000 of the existing, population. 


12 
Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1 


Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1 


USSR: Regional Variations in Average Annual Growth Figure 4 
of Per Capita Industrial Production, 1961-69° 
Alt-Urion Average 6.9". per Year 


Average Annual Rate of Growth("s} 


" Republics RSFSR Economic Regions 

1. Estonla 8.1 15. Northwest 5.0 

2. Latvia 8.3 18. Center 5.6 

3. Lithuania =—:10..4 17. Cantral Chernozem 9.4 

4. Belorussia 10.2 16. Worth Caucasus 6.7 

Significantly above averege 5. Ukraine 7.6 19. Volga-Vyatka 8.8 

FS (more then 7.4% per year) 6. Moldavis 9.1 20. Voiga Valley 8.6 

[1 A srege growth oe ve Weit Siberin = 7.8 

w 0 . Armenia . . es ioerta . 

Misiede- TAie BOL VERY @. Azerhaydzhan 3.5 23. East Siberia 8.5 

Cc Significantly below average 10. Turkmen 3.2 24. Fur East as) 
{tess than 6.4% per year) 11. Uzbek 3.4 
*Source: Appendix Table A-1. 1? Tadzhik 4g 
-. atgiz 7.9 
14. Kazakh 6.8 
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Figure 5 
USSR: Regional Gaps in Per Capita Industrial Production 
(Percent Above or Bolow Soviet Average) 
Whi Center ark a ; ‘ a Man’. 
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USSR: Regional Variations in Average Annual Growth Figure 6 
of Per Capita Agricultural Production, 1961-69° 


All-Union Average = 1.6" per Year 


bao OP 
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Average Annual Rate of Growth (%) 


Fe 
% 
yyy 13 
Ww, 


Republics ASFSR Economic Regions 
\ 5 1. Estonia 1.2 15. Morthwest 1.3 
4 12 2. Latvia 1.1 16. Center 2.5 
4. Uthuania 2.9 17. Central Chernozem 3.0 
4. Belorussia 3.1 18. North Caucasus 9.5 
ee Aigatticanty above eiarage 5. Ukraine 1.6 19. Volga-Vyatka 2.9 
mere than 2.1% per yoar 6. Moldavia 3.7 20. Volga Valley 2.1 
Ava de-biawin 7. Georia 21 21. Urals 1.8 
Cc) Cia tye per year 8. Arme via -1.0 22. West Siberia 0.4 
9. Azerbaydzhan —1.0 23. Easi o:heria 0.7 
| Signi: cantly below average 10. Turkmen 1.8 24. Far East 1.8 
(less than 1.1% per year) 11. Uzbek -0.7 
‘Source Appendix Table AL. 12. Tadzhik —Negl. 
13. Kirgiz 11 
14. Kazakh 0.3 
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Figure 7 
USSR: Regional Gaps in Per Capita Agricultural Production 


(Percent Above or Below Soviet Average) 
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USSR: Regional Variations in Population Growth, 1961-69* Figure 8 
All-Union Average = 1.3% per Year 
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Repuhlics RSFSA Economic Regions 

1. Estoniz 1.1 15. Northwest 1.0 

Saree 2. Latvia 11 16. Center 0.5 

3. Lithuania 1.3 17, Central Chernozem 0.2 

4. Belorussia 1.0 18. North Caucasus 1.8 

ce Significantly above avercge 5. Ukraine 1.0 18. Voiga-Vyatka Negl. 

(more than 1.8% per year) 3. Moldavia 1J 20. Volga Valley 1.2 

7. Georgia 1.4 21. Urals 0.6 

CJ jose ba pedal a} 8. Armenia 3.0 22. West Siberia 0.6 

; ~ 9. Azerbaydzhan 3.0 23. East Siberia 1.2 

ea Significantiy below average 10. Turkmen 4.2 2a. Far East 1.9 
(less than 0.8% per year) 11. Uzbek 3.8 
"Source: Appendix Table A-1. 12. Tadzhik 3.6 
13. Kirgiz 3.3 
14. Kazakh 2.7 

17 


Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1 


Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1 


Table 2 


USSR: Rates of Nati ral Population Increase, by Republic and Region * 
Per 1,000 


1960 1970 
Turkmen 2 o.oo... ee ... 35.9 28.6 
Wala hiile 2 i scede tie be arenes, senstes ve elielt hemes de .... 28.4 28.3 
W thick tec, teed ple bettie tt 9. cu deta ee Bat eon 33.9 28.0 
WIZ 0 lag Gale yecte Ros de enc ani ns De ken ats we, 30.8 23.1 
Azerbaydzhan ................ sald ogee 34: OBO 22.5 
Kazakh in. io toe5. nd tacts poe cel eee oc ate he nes 30.7 17.3 
ATINENI R12 hc cee ic ath, betaine atiaae. oe wee, 83,93 17.0 
Moldavia .....- 0000 ee. 22.8 12.0 
GOOr iy a5 ie ytcetee a, nadine aah Se Les a hen thd: 18.2 11.9 
Ware sens ss ioe espe eta Gadd Cath cine ae autho 18.7 10.3” 
East Siberia... ee cee eee 20.9 10.1° 
North Caucasus 2.0... 00.00.0200. .00 000. 16.8 9.1° 
Lithuania 20.0.0... Rita eh wales tial 14.7 8.7 
Belorussia «66... ee eee. ... 178 8.6 
Volga Valley ....0..000000000000 00000 eee 18.0 8.0" 
West Siberia ......0 000.0000 eee .. 19.8 7.6" 
Urals teria dtd dpe ha tlan iss dina adh 2 Sam he 17.8 7.3” 
Ukraine: c6 0 ids aoe btu os Soaks waenee ee a. 13.6 6.3 
Volga-Vyatka 0... ccc ccc cece ee 16.6 5.8" 
Northwest ......................... wiih ta deed AS 4.9" 
Histon 3.2 e4,. 2 thass Hes typa hs en cutee giant ented 6.1 4.7 
Central Chernozem ......... ................. 14.1 41° 
tye. ois. Soe hy detroit GOS ook core ecg eee ok: 6.7 3.3 
Center 2 raise tendehcta bd tai ohn cx hee Apt ee 10.7 3.1" 
MSS Pe act ATs ween tte ee Os Oa) ak a 17.8 9.2 
ASUS soos cays Wieineano sine xB omeatile ne bit, ecb d 8.9 5.9 

* Narodnoye khozyaystvo SSSR v 1967 godu, pp. 40-41; v 1970, pp. 50-51. 


* 1967. 


Ti.ese wide variations in rates of natural increase resulted primarily from large 
regional differences in birth rates, as death rates varied relatively Jittle among 
the reg:ons, In Central Asia, for example, where the urbanization process is a 
relatively recent phenoiacnon, birth rates were the highest in the country-—more 
than double the rate in the RSFSR—while death rates were slightly lower than 
in the RSFSRK. 


In addition to the usual “urban/rural” and “developed/less developed” reasons, 
inherent differences in the cultural outlook of different nationalities, particularly 
between the Slavs at one extreme and the Turkic peoples at the other, have 
undoubtedly been a source of disparate birth rates among the regions. For ex- 
ample, according to a recent survey on family size conducted by the Central 
Statistical Administration,” the number of children considered “ideal” among 
married women varied from two to three in the European repubiics and througu- 
out the RSFSR, to from three to five in the republics of Central Asia and Trans- 
caucasia. Even more striking is the fact that the perecatage of women who 
consider six cr more children “ideal” is significantly gtcater in the Central Asian 
and Transc:.ucasian republics than in any other region of the country. In all 
regions, the number of children actually anticipated py the families in the 
survey was slightly less than the number considered “ideal,” ranging from tw: 
in the European areas and the RSFSK to three to four in Central Asia and 
Transcaucasia. These differences in attitudes regarding family size reflect, among 


* The survey was conducted in 1969 and the res. published in an article by Belova, V., 
“Obsledovaniye mnemi o nailyuchshem i ozhidayemom chisle detey v sem’ye,” Vestnik 
statistiki, no 6, 1971, pp. 23-34. 
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other things, regional variations in the average age at marriage. The averasre 
age of newly married couples in the RSFSR is currently 29-- for men and 27-|- 
for women and increasing, but in Central Asia the average age is in the low 
20s and stable. It is not surprising, therefore, that the natural rate of population 
increase is now as much as four times great or in the Central Asian republics as in 
the RSFSR as a whole. 


Every region except the Tadzhik Republic shared in the remarkable decline 
in rates of population growth that occurred in the 1960s. The general fall in rates 
of natural increase, however, did not disturb appreciably the substantial regional 
differences that existed in 1960, 


: Migration 

Usually, migration of population acts to reduce regional disparitics in popula- 
tion growth and income levels—that is, people move out of regions of high 
rates of population ¢-owth and Jow incomes into regions of lower population 
growth and high incomes. This pattern was most notable in the Baltic republics 
of Latvia and Estonia, where in-migration was the dominant suurce of population 
growth, and in Azerbaydzhan, the only area of high population growth that 
exyerienced a net out-migration during this period (see Table 3). 


Table 3 


USSR: The Contribution cf Natural Increase and Migration to 
Populatiun Growth, by Region 


1960-70 
Net Percentage — Percentage Change 
Change in Due to Natural Percentage Change 
Population Inc: case * Due to Migration ” 
Out-mipration 
Central Chernozem ............ ; 3 ll —8 
Volga-Vyatka ......... Minha Bieetes, ol 7 —-6 
West Siberia... ....... See eae JB 14 —6 
Urals ...... su E He econ te ened Bust eeeedeey 7 13 —-6 
Belorussia ws. tape AZ 15 —3 
Georgia itd: SEska ated Sued wns ho Phe 16 18 = 2) 
East Siberia ........ aha ... 15 17 —2 
Azerbaydzhan 2. 00... ee 38 39 -] 
COnter iis, ee al ace wee Be cee ods 8 9 —l 
Northwest ............ ee ee ee 12 12 Negi. 
In-migration 

Turkmen ... Bs fe tanta eee 42 Neg]. 
Volga Valley ewan eae oes 15 15 Neg. 
Ukraine .......... Sadie lace ae acy: 13 12 ) 
Lithuania. 200.000... 0.e 15 14 1 
Moldavia... 6... we eee, 24 22 2 
: Far cBast’ 6s oes Sane oe ates 2 20 17 3 
Uzbek it 4 cats, opba un athats Pa kenbe. 45 41 4 
Kirgaz: 3 Gioxdteae ule uit, otitis Mei! 42 36 6 
North Caucasus ................... 23 16 7 
Latvia ..... eer : 3 8 ‘4 
Estonia® t25: ao entan stdine dk uns Ben 13 6 7 
Armenia .......... ee lisg q eee 41 33 8 
Kazakh seegeiciec) as pace onion ev hohe 40 32 8 
Tadzhik 3.2.0) 03 2 oeteakse kt See 46 37 9 
SOBER: co nate vederess een . 16 16 N.A. 
RSFSR. ........ thea orca EL 12 —! 


“Change in population that would have resulted from natural rates of increase alone. 
* Derived by comparing the 1972 census results with the population that would have resulted 
from natural rates of increase alone. 
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On the other hand, migration ayeravated regional disparitics in natural 
population growth in most republies—rctarding, the growth of population in areas 
with relatively low rates of natural increase and augmenting, growth in areas 
already having relatively high rates of natural increase. Out-migration from the 
regions of the RSFSR, with the exception of the North Caucasus and the Far 
Fasi, tended to reinforce the effects of the already relatively low rates of natural 
increase, This ¢ffect was most prominent in the Volga-Vyatka, Central Chernozem, 
West Siberian, and Urals regions where out-migration reduced the effects of 
natural population increase by 86%, 73%, 439, and 465%, respectively. On the 
other hand, the net migration into the republics of Central Asia and Armenia, 
where the rates of natural increase were among the highest in tie country, had just 
the opposite effect. 


Much of the migration over the last decade has been closely linked to the 
massive flow of rural residents to urban areas. Nearly onc-half the growth 
of the country’s urban population between 1959 and 1970 was due to the 
migration from rural to urbay areas, although the intensity of the rural-arban 
flow has not been uniform in all regions. In the RSFSR, out-migration from rural 
areas was approximately double the natural increase i these areas, resulting 
in an absolute decline in the rural population. The decline was most prevalent 
in the Central, Volga-Vyatka, Central Chernozem, West Siberian, Northwest, 
and Urals regions. Within the RSFSR, only the North Caucasus and Far East 
reyions incurred an inercase in rural population during this period. On the other 
hand, in the Central Asian republics the rapidly growing rural population has 
tended to be considerably less mobile. In fact, Sovict demographers have pointed 
out that ~ ach of the urban population growth in these republics has been the 
result of 2 influx of people fr. a other regions, notably from West Siberie and 
the Urals, rather than from their own rural areas. In many cases this has 
created urban enclaves of Slavic peoples surrounded by rural areas populated 
by the rapidly growing indigenous cthnic groups. 


Thus the economic growth that has taken place in the Central Asian republics in 
recent years has not been accompanied by a gencral assimilation of the Turkic 
peoples into the urban-industrial economy, In the absence of an influx of werkers 
from other regions, economic growth in these republics iaight well have been 
less, but a continuation of this pattern would enhance the colonial image that 
the central government has been trying to shed én these regions and limit the 
opportunitics for drawing the indigenous population into more advanced indus- 
trial processes. 

Practices followed in ‘ing labor, particularly highly skilled labor, do 
little to alleviate this tition. Students holding post-graduate de vrees are 
gencrelly assigned to remote arcas for a period of three years following com- 
pletion of their studies. Many of these specialists avoid such duty through 
one or another loophole in the regulatisns. However, most of those who are 
unable to avoid a remote work assignment settle afterwards in other regions, 
notably in the larger urban areas such as Moscow and Leningrad, or in the 
southern cities where the warmer climate provides considerable incentive after 
three years in the harsk northern or eastern regions. This attraction of skilled 
labor to the southern regions is reinforced by Soviet wage policy. Regional wage 
differentials, designed to attract and retain labor in the more remote or clima! ‘cally 
severe regions (especially Siberia and the Far East), are insufficient to counter 
the attraction of the southern cities. Consequently, skilled laborers are pulled into 
the urban areas of Central Asia, where they are warmly received by employers 
who would rather hire Slavs than the generally less well trained Turkic people 
at tie same rates of pay, 
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The rapid population growth in the less developed reyions was accompanied 
by a somewhat slower growth of population of working, aye (see ‘Table 4); 
able-bodied population in the Central Asian republics grew about 20%-30% 
between 1960 and 1970 (compared with a population growth of about 40% ) 
because of low population growth in the early 1950s. However, in 1970-80 the 
able-bodied population will surge because of the high birth rates of 1960-70. 
Hence, the problem of finding: work for rural minority group labor will become 
even more acute in the 1970s, 


Takle 4 
, USSR: Index of Growth of Able-Bodied Populaiion, by Republic * 
1960-70 
1959 = 100 

Kazakh ane ys a alge andes Awe ote ytck nn S. .. 31 
Armenia toMtich Wats By eaciins attahi, # ta dadatt tonite is oe Poddace 5 Moss . 131 
Kitgizio 3 22,3ccheee) chest caw! oo NOPE Soe pans . 129 
Uzbek Sree FM seigs Bo di llg™ Pins Led tye Eosubs Bie mae gcateh ashe Medes Sacks . 124 
Tadzhik. . B pnt ieiedeinn Seok MA A edeh iets be, may, ae 123 
Turkmen... isu fants Geis hentns © Sucked Chee ene: oS, fo wont . 123 
Moldavia o....00.. Poke aN eho nee eS es Lie eles & TAD 
Averbaydzhan 20000 ee cece, ... 118 
Estonia 000.0000... PEGE, ABBE wR Beh we ele Yeo tose earns Wd 
Taian cee 5 A ale wins aie tad ipo Sa Peg eet ne ee Spence 3 109 
Lithuania 109 
571 U1] Va ee a nO . 109 
Belorussia 0... . etic Ab aioe tie ats Ae he Taselt Me aa .... 107 
ROWSE sik a Pecckael ady f a,b dandey eadbene eels aed, tue waace gt de 108 
URGE 5.25 ala Ethan er eteanbn d. Acta tle 4S com Gh auch Soe in es 105 


a te a I 2 ee es 

* Males between 16 and 60 years of age and females between 16 and 

54 years of aye. Based on 1970 census data reported in the regional 
press. 


REGIONAL INVESTMENT POLICY 


According to all the measures discussed above, the differences among regions 
with respect to per capita income and output widened rather than narrowed 
during the 1960s. The other major factors determining growth of income and 
output, apart from population growth, are investment allocations, by region, 
and the return on investment, by region. 


Inconsistency Between Regional Policy and Investment Allocations 


The professed official policy of favoring the less developed regions is not 
borne out by the pattern of investment allocations. Per capita new fixed invest- 
ment in 1960-69 has not favored consistently those republics that had the 
lowest national income per capita in 1960 2° (see Figure 9). 


Although some of the poorer republics—notably the Kazakh and Turkmen 
Republics—reccived more investment funds per capita than the richer republics, 


* The Kendall rank order correlation coefficient relating per capita aew fixed investment in 
1960-69 to per capita regional income in 1960 was 0.410. In other words, there was some 
positive correlation in the sens that areas with relatively high per capita national incomes in 
the base year tended to be favored with relatively high per capita investments expressed in 
rubles. While the relationship did not indicate a strong planners bias in favor of the “rich” 
republics, the results certainly did not suggest that a policy of giving preference exclusive to 
the lagging areas was followed. The coefficient would have been ~1.00 if investment alloca- 
tions had been inversely related to income levels with perfect consistency. 
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Figu, 
USSR: Ranking of Union Republics, by Per Capita National Income 
and Per Capita New Fixed Investment 


National Income Per Capita, 1960 


Per Capita New Fixed Investment, 1050-69" 
(1958 rubles) (1955 rubles) 


940 Latvia 2410 
899 Estonis fee 3 aol | 2574 
765 ASFSR | 2265 
678 Lithuania i 1939 
675 Ukraine : 1819 
5AO Azerbayuzhan 1578 
522 Armania : 1980 
521 Moldavia | 1525 
517 Belorussia 1568 
511 } Kazakh | 2782 
509 Turkmen : “} 29336 
484 Georgia ee jee ls “> 1458 
460 Uzbek , 1652 
449 Kirgiz 
380 Tadzhik 
691 ussAa "1 9400 


“Cumulative investment, 1960-69, 
divided by 1965 poputation. 
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the Georpian, Kirpiz, and ‘Vaezhik Republics were piven investment alloc 
Hions barely hallas laryee as Chase finneled inte the Kazakh Republic. Moreover, 
the relatively high investment allocations in the Kazakh and ‘Tarkanen Republics 
were used fargely for the exploitation of mineral and fuel seposits. Althoueh 
Soviet policymakers in makings decisions from the center may have considered 
the reyional parity yroal, clearly other factors mst hav: tempered this con 
sideration when investmeat plans were made. 


Within the RSEPSR, however, per capita investment allocations uppear to 
have favored the less developed eastern regrions, particularly Mast Siberia and 
the Mar Mast. Throuschout most of the 1960s."! per-eapikt investment allocations 
in these regions appear to have been consistently higher than in any other 
region of the RSFSR or in any other union republic, This may refleet, in part, 
a planners’ preference for developing, the eastern regions, though perhaps 
motivated less by equality considerations and more by a desire to exploit: the 
vast natural resource base in’ these regions. “The high investment allocations 
to the castern regions of the RSFSR may also reflect the greater costs incurred 
in the general development of these restions. 


Higher Growth of Productivity in the Mor: Developed Regions 


To narrow the differences in regional levels of development significantly, the 
USSR must fly in the face of the best investment opportunities, Tnereases in 
industrial production are becoming relatively more expensive to achieve in 
most of the less developed areas of the USSR than in the already developed 
western regions, One measure of this is the relatively low growth of productivity 
of inputs of labor and capital in many of the poorer reyicns2” 


* Comparable investment data for the regions of the RSESR were available only for 1960, 
1965, 1966, and 1967 in Narodnoye kozyaystvo SSSR v 1967 yodu, p. 625, 

9 Although it is usual to consider the incremental canital-output ratios when discussing: in- 
vestment priorities, the growth of combined factor productivity is considered to be a better 
indicator for the allocation of investment among regions, since it is misleading, to sugyrest that 
increases in output are due solely to capital accumulation. As G.M. Meier points out, 

Even if we accept the assumption that there is a fixed relationship between capital 
and output as determined by technical factors, it docs not fellow that: we can infer 


from this relationship that only capital is needed to increase output. We nts alse 
| ) t 

consider explicitly the effect of other variables on output—for example, the supply 

of trained manpower, entrepreneurship, institutional arrangements, attitudes, ete. 


(Mew , Leading Issues in Develop ent’ Economies (2nd Mel), Oxford) University Press, New 
York, 1970, p. 177.) 

Labor and capital inputs were combined ina Cobb-Douglas production function under the 
assumption that the inputs were paid the value of their marginal products in the base. year. 
Fer the derivation of production function coefficients, see Appendix B. 


The measure of combined factor productivity was derived as the residual ‘ment: which 
accounts for that part of the annual pereentave increase in output in excess of increases: in 
aggregate inputs—tnat is, 


where: 

A=Residual (combined factor productivity), 

Q=industrial output, 

L=Manhours of labor input, 

K=Industrial fixed capital stock, 

a and (1-a) Labor and capital coefficients. 

Since it is a residual, conkined factor productivity covers the contribution of many factors to 
the growth of output such as the contribution of management improvements in resource alloca- 
tion, economies of scale, increases in the skill level of labor, and any other phenomena that may 
affect the efficiency with which industrial production is carried out. 
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Whe past dee a macrements fo andustead output per anait at combine 
mipails Tieve saoven vapor Utthe ite the fess developed vepullics ane) an some: eases 
have actually: declined (see Table DO). Stayseieh growth al combined. facto 
productivity was a paatoukaly sinnilicant problem an Uohehistoa, Tukanenia, 
and Avoubaydehin, where industrial Ortpub grew at onetes Delow the natianad 
VET TO dewpite the abave CUVEE ap ees srowth ol combined TY ol Felon uray 
Capital tn these repablres. tn combrash, the Balti repribhes. tomether with Belo 
Mest cand: the Ul aine, experienced (he Test ue tess an combined: factor 
productivity, carne the [960s, Althousl factor proedie tiaty an Ceara pew 
tthe saae nate aes the national avenge, a very slow: Growth al mipuits curbed 


the expansion ob tdosteal produetion, 
Table 5 
USSR: Combined) Factor Productivity in Industry 


Abeoolute Chase an 
Combined Pretor Pro 
dietivity, 2960 a9 « 


Ritblew of Average Anna] Rate Average Atal Hate 
Output per of Growth of Pactor of Caowth of Combined 
Unit of Produetivity, E96b Go Tnpenin, FOOT Go 

Conibinect 

Trprats tank Percent Rank Pereent Rank 
Latvian at 1 tot 2 ia) 1 
Testonin oso ? 5 I nh) Is 
Belorussia 1.06 4 1s ay a | 7 
Ulonine O87 4 23 HY 6.2 VW 
Lithianin OLS 4 | 5} 903 2 
Ceorprin O81 6 PA 6 Ba | i) 
Kinpiz . 0.70 7 ad s Te) 4 
RSFSR. O.62 K ety 7 1.6 i} 
Moldavia O55 i) oa 8) 1O.0 , 
Armenin o.. O03] 10 Oo.” 10 9.1 4 
Karvalch... 0.15 a 0.6 tt 90] ) 
Azerbayvdzhan. .. Noo iby 0o.t 12 6.6 10 
Tadahik.. . Da) os} Ou 13 KLM 6 
Uszhek.... . Ola It O14 VW 7.6 i) 
Turk a. a | 1h 1.0 5 7S S 
USSR... ; 0.60 wk eget: Aa 6.0 

Q, Q,, 


* Derived ne- . 


KK 

i ah 

This pattern of productivity growth is not. particularly surprising. Favorable 
factors for growth are usually available in areas of considerable urban-ndustrial 
development. Therefore, given an existing spatial distribution of urban-indus- 
trial development, this distribution could) be expected fe exert a_ significant 
influence on the regional pattern of productivity growth? The reason is that 
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serowthy proceeds. naare enesaby oo oor aqnear theeacky established cardia eaelusteiat 
centers die vo oseelomeration econamuies that mo oeoonemies area from the 
concentration Of .cononmrie activities qa ever aed Phat such economies are 
not trivial ean be seen in the continned expansion ob uehastey an the Dan gtend 
metropolitan ares. despite olficid emphitsa. on Aevelopince the cniatler cabin 
area) Dnt of all at generally requires les. time and mieney to miprove ane 
evpand existing, Grcitittes andl to haringe nes plant. to fatbeapacisy: operation in 
restions Chat are adready well developed than at does to daild new bacrlities 
(including the associated: social overhead) um thee less devetoped regions. Alva, 
Hots Gasier fo assimilate techmolosieah aad: omianareriab ane vations mte. the 
mitinstreia Ob industrial production ino the alresedy ivhly developed region. 
This it is not surprising, that the European regions of the country. in whieh 
most ol the urban industrial development is concentrated, show the | 
growth rates of combined factor productivity. ‘There is net auneh evidence 
to suggest that diseconomies resulting: fron overerowelinse and visi costs af 


soci utilities as yet outweigh the economies of urban aclomerations” 


IMPLICATIONS FOR SOVIET POLICY 


Investment Allocations 


The regional trends examined) in this paper confront Soviet planners and 
political leaders with a policy dilemma. A simnificant reduction. of resiiomaul ine 
come differentials and maximum national economic srowth cannet be achieved 
stnultancously through investment strategy alone. He maximum: national economic 
growth is to be the chief criterion for allocating: investment, then capital should 
be directed primarily toward those regions in which it is most productive. But, 
as the data on factor productivity in industry suggest, these are not the same 
regions in which heavy investment allocations would be consistent with a policy 
oriented: toward achieving, regional parity im income. Only with the help of 
migration policy could all regions move toward income parity, since the most 
rapid population growth is occurring, in those regions with the lowest. income 
growth, Significantly increasing the development of labor-intensive: branches of 
industry in the less developed regions, to utilize their rapidly growing. supply 
of “warm bodies” of working ie, is not likely to be a viable substitute for 
out-migration of labor. Much of the growth of able-bodicd population in’ these 
regions consists of tskilled rural residents whose social and cultural habits 
inhibit vocational transitions. 

Therefore, given the distribution of opportunities, it. is not surprising that 
Soviet investment: patterns have not favored consistently those republics with 
low per capita national income in 1960, On the other hand, the evidence is not 


“For instance, the Lithuanian Council of Ministers recently reported that industrial develop 
ment continues to expand much more rapidly in the cities of Vilnius and Kaunas, which already 
accounted for over one-half of Lithuania's industry in 1960, than in the small and medium-size 
cities of the republic, despite official pleadings to the contrary. (Izvestiva, 1. ‘ 

* As one author puts it, 

The continued growth of even the largest metropolitan regions in the world contra- 
dicts the expectation of diminishing marginal returns to scale... there is no evidence 


that metropolitan areas have ceased to grow anywhere as the result. of presumed 
social diseconomies. (Friedman, J., Regional Development Policy: A Case Study of 
Venezuela, MIT, Cambridge, 1966, pp. 14-15.) 


CPYRGHT 
Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1 25 


Approved For Release 2001/09/28 : CIA-RDP85T00875R002000040001-1 


strona that prodietivity was the veunelinge principle bor dnvestrene aHocations. 


Tleawwewer, thin may reflect the lack ot any clear eat inethodolosyy aad agreed 
pom econemio criterion far Implenrentinge Optitnriay mawesterenet policy (not to 
mention usable price data), partretbady with respect to inefusteaal location, 
rater Chan the lack of a paanity north for esaniple, maximizing: prodnetion.! 
Both Soviet and Western diterature on this subject have repeatedly noted the 
anbitrary and: inconsistent methoels of anriving at locetion decisions in the 
USSH and the contidictory criteria offer, used to justly such decisions." 


Since the Soviets have been unable. to implement an investment policy de 
sysned to achieve both resionab oerity and maxim) production simultaneously, 
appears from the evidence at hand, albeit weak, that actual investment policy 
may dave teaned more toward the fatter insofar as planners could det) anine. 
While this would be consistent with the principle of moving, capital resources 
to the place where they contribute most. to production, it cannet solve the 
problem of reyional national income differentials. An optimum policy for mov. 
ings toward regional parity must combine some capital investinent (particularly 
educational capital) in the less developed revions with out-migration of labor 
from these regions. However, no simnificant efforts have been made over the 
past decade cither to stem the flow of migration into Central Asia and the 
Transcancasus or to shift labor from these areas to other parts of the USSR, 


Migration Policy 


While more stringent: control over migration into the less developed. regions 
is a clear possibility for the future, the problem of what to do about. the 
rapidly increasing indigenous population remains. Forced ont-migration, though 
possible, does not seem to be a likely course of action. Aside from the fact that 
the ‘Turkic population may be unwilling, to move and the “host” Slavic popula- 
tion unreceptive to such movement, the educational and language con. craint 
that prevents most of the Turkic population from entering. the skilled labor 
force, together with the orientation of these people toward irrigation agriculture, 
warm climates, and large families, makes. it unlikely that they could readily 
adapt to the living conditions and vocational demands in. cither the European 
or Siberian regious of the country, Moreover, the facilities to accommoilate such 
in-migrants are sorely lacking throughout these regions. Housing would provide 
a particularly troublesome problem as well as a potential souree of friction 
hetween the Slavic population and the newcomers, smce it is already in short 
supply and not generally suited to the traditionally large families of the 
Turkic peoples. 

Difficult though it may be, out-migration from the less developed regions 
may have to be encouraged, and properly accommodated, if the Soviets want to 
*Tndustrial investment in 1961-69 has not favored consistenUy those republics witn high 
levels of industrial factor productivity in 1960. ‘The Kendall rank order correlation coefficient 
relating the average annual growth of industrial new fixed investment in 1961-69 to the level 
of industrial factor productivity in 1960 was 0.043. The coefficient relating the average annual 
growth of combined inputs of labor and capital in 1961-69 to the evel of industrial factor 
productiviy, in 1960 was 0.162. 

"Defense considerations may also weish heavily in investment decisions, although in a 
nuciear age it seems likely that these considerations would he more consistent with maximizing 
production than with creating regio | parity. The relatively large investment allocations to 
some of the less developed republics in Central Asia no doubt reflect the exploitation of 
natural resources at Jeast as much as the implementation of any specific defense measures. 


™Vsevolod Holubnychy has prepared an excellent summary and bibliography on this point 
in Spatial Efficiency in the Soviet Economy, a paper delivered at the AEA-ASSTE mecting 
in New Orleans on 28 December 1971. 
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avoid, ta these reyions, a buildup of minority mationalities of recitively low income. 
At the very least (as in the ease of Haby), Che movement of indipenous labor toon 
rural areas ta selected urban inclarteral mrowlh centers within Ghese ceptions 
will have to be inerensed, Howeer. of would require halting the How of Shivic 
Inomiprants Co these reyiens, whieb oo beady noted) may prove difheutt with 
ont sipnificant chanygres diy curtent way policy, 


Plans for 1971-75 


The VOTE 75 plan indicators, by union republic, supyrest Chat past development 
patterns will not change vadically over the nest five years. The planned prowth 
of national income in each republic, shown in Table 6 below, is ane piece of 
evidence, The most rapid prawth is planned for Moldavia, Belorussian, Armenia, 
and Lidhuania, followed by the Turkic republics of Uzbekistan, Kazaklistian, and 
Azerbaydzhan, This mrowth, if attained, would represent a relative improvement 
in the posiion of Uzbekistan and Azerbaydzhan—republics which pew at below. 
average rates duringe the 1960s, Ono a per capita basis, however, much of this 
planned improvement may be offset by continued high population growth, 


In the agricultural sector, the leyest: percentage increase in production during. 
1971-75 (compared with 1966-70) is stated foe Moldavia, where per capita 
production during the [960s was already above the national average. Although 
above-average increases are also planned for Azerbaydzhan, Armenia, Tadzhiki- 
stan, and Georgia, it is not likely that these increments will go far toward bringing 
these republics up to the national average, party. alarly if noe major changes occur 


in the regional pattern of population growth, 


The regional pattern of growth in industry planned for L971-75 is quite similar 
to that planned for 1966-70—that is, the most rapid growth is slated generally for 
the less developed republics.2" Based on past performance, some of these republics, 
particularly the ‘Tarkmen and Uzbek Republics, probably will fall short: of the 
planned growth. The likelihood of such shortfalls becomes even greater when 
one considers that the planned growth of industrial output must be achieved 
through significant increases in productivity rather than by large increments 
to inputs. This indication of a growing pinch on available resources has been 


emphasized by Uhe Soviet leadership and ts mirrored in the plan data for increases 


in total capital investment by republics. 


The regional plans also suggest that investment per capita in most of the 
minority national republics will probably grow somewhat slower than during 
1966-70 or, at best, maintain the same rate of growth. Only in Azerbaydzhan 
is the L971-75 planned increase in per capita investment significantly greater 
than that achieved during 1966-70. The scheduled reductions in) per capita 
. investment growth rates are especially steep in the Lithuanian, Belorussian, Ay- 

menian, and Uzbek Republics. Despite these changes in growth rates, the largest 
investment allocations per capita will continue to go to the same five republics 
during 1971-75 as during 1961-65 and 1966-70—Estonia, Turkmenia, Latvia, 
the RSFSR, and Kazakhstan (see Figure 10). Thus it appears that no major shift 
in the regional distribution of per capita investment is contemplated. 


” Although plan data for the economic regions of the RSFSR are almost nonexistent, the 


planned growth of industrial production in Siberia and the Fer Last is reported to be above 
the national average. 
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1961-65 
Karath 
stonta 

Turkmen 
ASFSR 
Latvia 
Armenia 
Ukraine 
Lilhuania 
Azerbaydrhan 
Tadzhik 
Urhek 
Kiegiz 
Moldavia 

Bulordssta 
Gaorgia 


1966-70 
Kazakh 
Estonia 

Turkmen 
RSFSR 
Letvly 
Armenia 
Ukraine 
Lithuents 
Arerbeydzhen 
Tadzhik 
Uzbek 
Kirgiz 
Moldavia 

Belorussia 
Geergis 


1971-75 
Kazakh 


Estonia 
Turkmen 
ASFSA 
Latvia 
Armenia 
Ukraine 
Lithuania 
Azerbaydzhen 
Tadzhik 
Uzbek 
Kirglz 
Moldavia 
Bolorussis 
Georgia 


USSR: Per Gapita New Fixed Investment, 
by Republic 


(1955 rubles) 


1602 
1629 
13560 
1413 
1426 
1340 
1114 
1162 
961 
978 
1157 
1027 
1033 
1005 
940 
185¢ 
27% 2108 
‘2084 
1938 
1938 
1549 
1455 
f ; 1813 
1297 
1222 
“S 4417 
1348 
18393 
wh 2 18902 
1205 


Figure 10 
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Similarly, no new policies with respect fo interregional 'abor Gansters have 
been amouneed. Manphasis remains prinuirily on wage differentials asian iccentive 
for Jabor to misaate into the Siberian regions. However, this policy has enjoyed 
only minor success for Siberia in the past. ta faet, the ae of sufficient regional 
waye differentials, as discussed earlier, has drawn labor into the southern regions. 
Although there has been some recognition of the need to inerease these wayre 
diffeventials, itis unlikely Chat any immediate increases will promote a significant 
transfer of Tabor to Siberia and the Par Hast during: the next five years. 


Since the new five year plan pives no prospect of reducing: regional income 
differentials by a coordinated redishibution of both eapital and labor, vegionas 
disparities in development levels are likely to persist wie e little changre curing: 
the new plan period. In fact, if industrial growth must depend primarily on in- 
creases in factor productivity, the development paps may comune lo inerease, 
with the less developed: republics falling, sail further behind the rest. of the 
country. 
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APPENDIX A 


PRIMARY DATA USED IN CALCULATING REGIONAL 
TRENDS IN PER CAPITA NATIONAL INCOME, 
INDUSTRIAL AND AGRICULTURAL OUTPUT, 
AND FACTOR PRODUCTIVITY 
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) 
| 
| 


Mid-Year 
Population * 

1965 1969 

Northwest *............. 106.0 199. 
Center............ 102.5 103. 
Central Chernozem... es 101. 
Volga-Vyatka..... ...... 105.0 100. 
Volga Valiey....0..0.00.. 107.5 111. 
North Caucasus.......... 110.4 117. 
Urals........... .-» 103.6 105. 
West Siberia 105.0 105. 
East Siberia............. 108.3 Ill. 
111.7 118. 

105.3 110. 

10827 110. 

106.7 112. 

Belorussia 104.9 109. 
Ukraine... 1035.9 109. 
Moldavia. 111.2 118. 
Georgia.... 108.5 112. 
Armenia....... 116.3 130. 
Azerbaydzhan. .. we. 1ET.6 130. 
Kazakh.......00........ 119.0 127. 
i 119.4 134. 
120.9 138. 

121.9 138. 

Turkmen...............- 118.1 132. 
USERe occ s cee oe ss ae 107.6 112, 


2 
0 
5 
3 
6 
3 
1 
5 
2 
3 
0 
8 
e 
4 
7 
4 
9 
5 
Q 
6 
1 
0 
I 
8 
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Table A-J 


USSR: Indexes of Regional Growth 


National Income ® 


1965 


143 
14t 
152 
141 
140 
161 
137 
148 
125 
131 
150 
145 
156 
131 
137 


Industrial Output ¢ 


1960= 100 


Agricultural Production ¢ 


1969 1969 1969 
Per Per Far 
Total Capita 1965 Total Capita 1965 Total epita 

(135 182 167 112.7 122.4 112 

1131 74 166 113.3 130.6 124 

{163 227 224 123.7 341.0 139 

}145 213 212 106.6 129.5 129 

181 168 4162 233 209 115.7 133.6 120 
ji54 210 179 194.4 122.4 104 

148 203 193 101.1 123.9 11S 

150 209 198 98.9 109.3 104 

{161 232 209 112.9 118.0 106 

[159 222 188 116.1 139.0 117 

191 174 160 222 202 112.4 122.9 112 
156 16: 158 226 205 108.2 121.9 ii 
223 199 174 273 244 123.4 144.6 i129 
200 183 164 263 240 126.6 143.9 132 
184 168 153 211 192 115.3 126.2 115 
212 179 177 261 220 135.5 164.7 139 
173 153 141 196 174 117.7 136.6 120 
208 159 157 237 182 103.0 119.6 92 
152 17 141 178 137 103.8 119.8 ge 
193 151 162 231 181 119.1 130.4 102 
200 149 167 267 199 136.1 147.8 110 
172 125 150 186 135 119.2 129.4 94 
189 137 154 211 153 128.5 137.4 99 
155 117 134 V7 133 132.6 156.2 118 
183 163 149 ¢ 203! 183 115.5 128.9 115 


« Indexes of mid-year population were derived fram data in Table A-3. 

> Indexes of national income were taken from Narodnoye khozya-stva SSSR v 1969 godu, p. 358. 

eTn '*xee vt inaustrial output were taken from Nar-dnoye khozyaystvo SSSR v 1969 godu, p. 149. 

$ Ande::ss of agricultural production and the per capita ruble data (shown in Table A- 2) were derived from three-year moving averages, representing an 
estimated net value of per capita agricultural production in thc various regions, Th 
and for the USSR on the basis of price (1968 prices) and quantity data for the following 17 agricultural products: grain, potatoes, other vegetables, 
fruits and berries, cotton, sugar beets, surflower seeds, fiber flax, tea, meat, milk, wool, eggs, cattle, hogs, sheep, and goats. An adjustmest was made for 
grain and potatoes used for fecding purposes. 


* Including Kaliningrad Oblast’. 


value of agricultural output wus derived for each region 


' The index of industrial production for the USSR is based on the sum of the regional values of industrial output in 1963 and 1969. 
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Table A-2 
USSR: Regronal Per Capita Values of National Income, Industrial Oi tput, and 
Agricultural Production 
Rubles 


Agriealtural 


National Income * Industrial Output & Prowuetion © 

1900 1969 1960 1969 1950 1969 
Northwest @..0....... 1,167 1,945 124 139 
Center. o.oo cee. 1,185 1,964 176 219 
Central Chernozem.. . oil 695 3385 465 
Volgn-Vvatia. oo... 653 1,987 217 280 
Volga Valley... ... oe 765 1,282 645 1,347 274 329 
North Cauensus...... 600 1,074 300 315 
Utils ooaa Sees ea 930 1,797 203 239 
West Siberinw ....0.., 621 1,230 288 298 
Mast Siberinw... 0.000. 594 1, 23% 210 223 
Far Bast........ 00006 737 1,383 99 117 
Iistonin.... 6... ee $90 1,561 971 1,961 378 425 
Latvian... ee 940 1,590 933 1,915 348 386 
Lithuania... ......000. O78 1350 519 1,264 356 459 
Belorussian... 00.0000. 517 945 451 1,085 323 425 
Ukraine... .. 0.0.0.0... 675 1,131 775 1,492 285 327 
Moldavia. .....020.0. A2t 933 393 867 287 400 
Georgina, . 0.0.0.0 00 005 AS4 741 22 906 ld 174 
Armenin..........005 522 31 5R4 1,060 128 118 
Azerhaydzhan,....... 560 655 161 631 123 113 
Kaanlth..... 02. eee itt 773 403 730 B24 328 
Kirgiz........0.0.000.. 449 670 369 735 195 215 
Uzbek... 0... ....... ; 460 574 $59 AR4 24] 226 
Tnaazhik. ooo... 0. ee 380 520 352 537 178 177 
Turkmen. ..........- 509 594 3840 453 205 241 
USSR... 2. ee. 691 1,127 724 1,325 244 280 


® Prices in 1958. The per capita data for national income shown here and in Table 1 of 
the text were derived as follows. First, national income per capita for the USSR = was 
derived for 1965 by moving the 195% value of national income forward by the appropriate 
growth indexes and dividing by mid-year 1965 population (Narodnoye khozyaystvo SSSR v 
1960 godu, p. 152 and Narodnoye khozyaystvo SSSR v 1969 godu p. 558). Republican 
data on national income per capita as a percent of the USSR in 1965 (at 1958 prices) 
contained in Vedishchev, op. cit., p. 82, were then applied to the USSR figure. From these 
results, national income was corived for each republic in 1965, and the latter was moved 
back to 1960 and forward to 1969 by the appropriate growth indexes (Narodnoye 
Kkhozyaystvo SSSR v 1969 godu, p. 55%). Finally, using mid-year population data (Table 
A-3), per capita national income was calculated for each republic in 1960 and 1969, 

» Prices in 1955, The per capita data for industrial output shown here and in Table L of 
the text were derived from the gross value of industrial output for the USSR in 1960 at 1955 
prices (Promyshlennost’ SSSR, Moscow, 1964, p. 36), and the regional percentage shares 
of this total figure (originally derived in Cook, P. K., “The Administration and Distribu- 
tion of Soviet Tadustry,” in US Congress, Joint Economic Committee, Dimensions of 
Sovict Economic Power, Washington, 1962, pp. 704-732, and later adjusted for boundary 
changes in Koropeckyj, “Industrial Location Policy,” op. cit., pp. 286-287). 

° Prices in 1968, Data for agricultural production were derived as explained in footnote d 
for Table A-1. 


VInecluding Kaliningrad Oblast’. 
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Table A-3 
USSR: Mid-Year Population * 


Thousand Persons 
eee sac Ve 


1960 1965 1969 
Northwest® 000.0 11,676 12,371 12,752 
Oo (0) cn rr 25,936 26,584 27,234 
Central Chernozem ........ Le 7,848 7,968 7,964 
Volga-Vyatka ........ heise J... 8,290 8,290 8.918 
Volga Valley .......... = .... 16,371 17,592 18,260 
North Caucasus ....,............ 12,080 13,340 14,172 
’ Urals oe ended ot Seed cues, Goi Soe's 14,498 15,206 15,232 
West Siberia... 2.0.00. 11,526 12,108 12,158 
East Siberia ....00.000.00.... ... 6,666 7,220 7,412 
Wear aste tied chain ieee. ec! 4,907 5,482 5,806 
Y Estonia .............. he peeve 1,215 1,279 1,336 
LEAVIN: Se ae doo ccnnty a e-Parnchaeure i Su 2,130 2,252 2,344 
Lithuania ......00000 0 2,781 2,968 3,116 
Belorussia .........,,.... eBthenserben 8,184 8,583 8,950 
Ukraine «0.0.00... . 42,786 45,308 46,944 
Moldavia 0.000... .. 3,001 3,336 3,652 
Georgia... ..0............... : 4,161 4,515 4,699 
Armenia... .0....0............. 1,860 2,164 2,428 
Azetbaydzhia o.....0 02.2...) 8,904 4,591 5,076 
Kawkh .....0...0.........00.... 10,078 11,988 12,864 
Kr ph iit kre te oes Oa ale et ai kt | 2,185 2,610 2,930 
Uzbek o.0. 000. 8,564 10,350 11,816 
Tadzhik ....00.00.......... oe. 2,073 9528 2,862 
Turkmen ........ .............. 1,598 1,888 2,122 
USSR .... eee. 214,318 230,521 240,347 


"Derived from data reported in Narodnoye khozyaystvo SSSR v 1960 
godu, p. 8; v 1964, p. 12; v 1968, p. 12; v 1969, p. 12; and Narodnoye 
khozyaystvo RSFSR vy 1960 godu, pp. 34-37, 

“Including Kaliningrad Oblast’. 


Table A--4 
USSR: Indexes of Growth of Man-Hours Worked per Year in Industry * 


1960= 100 

1965 1969 

RSFSR ..... Piet ete le) Ate te hee TLE 140.0 
Estonia ..... 0.0.0.0. ee eee. cee eee, 1265 146.6 
Ts ARVIG 28 88 cad cid Reais w oP este ce ; ..., 125.9 153.7 
Lithuania ...... $0 «do gie ge SOG oth ea toad dine 4 exo, 1489 203.1 
Belorussia 66.00... ce cece. 137.2 189.9 
Ukraine 2. 0 ee. us Deuces ene, OAS 155.6 
Moldavia .............. tds Muted st Guvlndes weancretics tae LOO 216.0 
Georgia 68g idee kaa tede oe oh tus ea han peeked ss 121.6 149.7 
Amronia oe eee ivan tin 14 xorg ee Lobes 195.3 
Azerbaydzhan .....0...00.000000............. ... 127.8 146.4 
Kazakh ..................... S.osee wh Readies ISEB 192.8 
Kirgigeis, seh d hedes enciteak eke tin oe Le neta ead 1981 192.9 
Uebel a2, iio a tee cae SAA wohie bee, ee ss CTO 164.2 
Tal Zhi ssceccsunnsaletatacew wart ieee bee conch oun ..., 140.3 181.7 
Turkmen ...... 000.000.000.000 eee eee eee ee UT 140.6 
OSSR iit ected neti Beth ta tedlaon 121.2 147.9 
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Table A-5 
USSR: Indexes of Growth Of Industrial Fixed Crpital Stock (End of Year) * 
1960= 100° 


1965 1969 
USSRE ies Pogo he SoS aie ha ee ((!) 234 ' 
RSFSR... Eidagdehng Ai iecikinat ches abuetite che Bee ee a 167 229 
Whratine 9... 2 ee eAcctis avert sas edeciaatonetnd Wnt ceoe sen ates 164 225 
Belorussia ................ inches Ultigede dus ih Bichon 210 (313)° 
Moldavia 2000000000 eee 213 (317) 
Lithuania .. 000.000.000.000. 0. eee Mn nas ake, LOA (308) 
Latvia ......... set ideas Ble, elem iets ote panama ao ULE (229) i 
MistOnda sf fae da sats ad antes en oid, Sh wep atine ten Se 2185 (230) 
GeOrBitt: ten2k2s shee e ate hd Bane aed ... (143) (195) 
Azerbaydzhan 2.00.00... 00000000 ccc cece ee (168) (242) 
AYIWGMIA: 5.5 esse ode oy wea da Vs oan ner gard rv eee 185 (390) 
KG ZOk My 5 honed see tice ae ena h aa Mede set he Ope aes (182) (269) 
Wabek) 2.5 5 iii tc aati a Sop tile eth Phin oh Mh a eee 186 (287) 
Kies fea cee tne eye. c enact ce iene Oem oan) aa lBeoe le? (320) 
Tadzhik® cs cecee oo ne ad Fees Ghia eeh eels 193 (385) 
Ai Td 1110) sean ra (178) (284) 


* Sources: 
USSR: Narodnoye khozyaystve SSSR v 1969 godu, p. 45. 
RSFSR: Narodnoye khozyaystvo RSFSR v 1969 godu, p. 32. 
Ukraine: Narodnoye khozyaystvo Ukrainskoy SSR v 1969 godu, p. 48. 
b-Jorussia: Narodnoye khozyaystvo BSSR v 1968 godu, p. 27. 
Moldavia: Narodnoye khozyaystvo Mold: vskoy SSR v 1968 godu, p. 17; 
Sovetskaya Moldaviya k 50 Ietiyu Velikogo Oktyabrya, 1967, p. 23. 
Lithuania: Ekonomika i kul'tura Litovskoy SSR, 1967, p. 89; 1968, 
p. 35; 1969, p. 117. 
Latvia: Ekonomika i kultura Sovetskoy Latvii, 1966, p. 35; Narodnoye 
khozyaystvo Sovetskoy Latvii v 1968 yodu, pv. 46. 
Estonia: Narodnoye khozyaystvo Estonsko; sSR v 1969 godu, p. 44. 
Armenia: Isankyan, G.D., Osnovne fondy promyshlennosti Armyar.skoy 
SSR, 1970, p. 387. 
Uzbekistan: Narodnoye khozyaystvo Uzbekskoy SSR v 1967 godu, p. 26. 
Kirgizin: Narodnoye khozyaystvo Kirgizskoy SSR v 1907 godu, p. 11. 
Tadzhik: Narodnoye khozyaystvo Tadzhikskoy SSR v 1965 godu, p. 28. ’ 
“All indexes based on 1955 rubles. 
* All indexes in parentheses are estimated values derived by the perpetua: 
inventory method as explained in the text of Appendix B. 
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APPENDIX B 


DISCUSSION OF STATISTICAL AND ANALYTICAL PROCEDURES 


The Effect of Soviet Statistical Biasos on Interregional Comparisons 


The scatistical data on national income and industrial output employed througb- 
out this paper hve been drawn exclusively from official Soviet sources and are 
subject to the biases inherent in Soviet concepts and statistical practices. Although 
the regional biases do not differ sufficiently to cause a significant change in the 
relative postion of the regions, some regional differences in. statistical bias sti 
exist. These differences and their probable effect on the results of this paper 
are discussed below. 


National Income Data 


In Sovict practice, national income reflects the total net product of the “pro- 
ductive” sectors of the economy. This differs from the Western concept of net 
national product primarily in the exclusion of the service and government sectors 
from the Soviet data. The exclusion of services very likely has resulted in the 
underestimation of regional variations in per capita national income, since the 
value of services per capita is considerably greater in the European areas of 
the country than in the Central Asian and Transcaucasian republics. 


Probably the greatest degree of regional variation in the bias of national income 
data is duc to the inclusion of turnover tax in the net product of industry.2" This 
introcuces different Gegrees of bias among the regions according to the branch 
structure of industrv in each region, due to variations in the unount of turnoves 
tax epplicd to differe.* products. For instance, in 1969 the turnover tax com- 
ponent of wholesale prices averaged 4.2% in the branches ef heavy industry and 
22.1% in tre branches of the light and food industriv-.2 Thus, national income 
could be subject to more xpward bias in regions with a greater share of light 
and food industrics in their industrial structures. Neverthele.’, a comparison 
of the relative positions of the union republics in terms of jer capita national 
income in 1965, inclusive and exclusive of turnover tax," reveals that regional 
variations in the bias resulting from inclusion of the turnover tax ‘Jo not sig- 
nificantly change the ranking of the republics (see Table B-1), and have virtually 
no effect on the findings of this paper, with respect to regional variations in the 
level of per capita national income. 


” For example, the data given for personal services in SSSR v tsifrakh v 1970 godu, p. 227, 
indicates that the value of such services per capita ranges from 11 rubles in Azerbaydzhan 
and Uzbekistan to 27 rubles in Estonia. 

™ The turnover tax incidence is a result of budget practice rather than production relations, 
and ~ distribution of net products, by sector, including turnover tax distorts the actual situation. 

™* Narodnoye khozvaystvo SSSR v 1969 godu, p. 191. 

"Per capita national income data exclusive of turnover tax in 1965 were obtained from 
Vedishchev, op. cit., p. 82. 
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Table Bel 


USSR: Ranking, of Republics, by Per Capita National Income, 
Inclusive and Vixchusive of ‘Turnover ‘Tax 


Tnclusi 


Latvia 
lstonia 

RSESK 
Lithuania 
Ulaaine 

USSIE Average 
Moldavia 

Bel russia 
Armenia 
Georgia 
Averbaydzhan 
Turkmen 
Kirstiz 

Kazakh 

Uzbek 

Tadvhik 


oof ‘Tarnover Tax 


1965 


Bachusive of Turnover Tay 


listonia 

Tantvia 

RSUSH 
Lithienia 
Ukraine 
USSR Avcrape 
Moldavin 
Belornssia 
Armenia 
Kazakh 
Ceorgua 
Kirgrez 

Uvoek 
Azerbaydzhan 
Torkmen 
Tadshile 


et 


Regional indexes of national income growth are also. affected differently, 
depending on the branch structure of industry in cach region. Since the light 
and food industries generally experience slower growth than heavy industry, 
regions with a greater share of the former in their industrial. structures will 
naturally display slower growth rates of national income. ‘The tumnover. tax 
clement in the net product of the light and food industries exaggerates the weight 
of these branches and therefore causes an understatement of economic growth. 
Nevertheless, the relative rates or industrial growth, by region, should not be 
affected appreciably by the inclusion of the tumover tax. 


Indt. rial Output Data 


The sector defined as industry includes manufacturing (inchiding, munitions), 
mining, crectric power gencration, lumbering, and fishing. The official production 
indexes extracted from the statistical handbooks of the USSR and the RSFSR, 
are indexes of gross induste'al production ( valovaya produktsiya promyshlennost ). 
These indexes represent the sum of the gross production of all industrial enter- 
prises, where the gross production of each enterprise is calculated by multiplying 
the output of each product by its price (excluding turnover taxes) as of a base 
year, Only those products produced by an enterprise solely for internal use in 
the production of its primary products are excluded from the gross production 
of an enterprise.“4 

These indexes are subject to several defects when used to estimate growth. 
Multiple weights will be assign d to some industrial activities due to interindustry 
transactions, and if those activities are growing faster than others that are les: 
heavily weighted, the index will be overestimated. To the extent that this occurs, 
regions with relatively greater concentrations of technically related industrics 
(that is, the Europea. regions) may incur a relatively greater inflationary bias 
in growth. Another defect is that the indexes are sensitive to changes in the 
organizational structure of industry. As the degree of specialization increases, 


“Narodnoye khozyaystvo SSSR v 1967 godu, p. £21. 
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the gross valine of industrial production, will increase. Thus, inereases in the sTrOSS 
value of industrial production alter, 1965 may to some extent be a reflection ob the 
wbolition of the councils of national economy and the retirn to the branch system 
of administration, 


The preatest inflationary defect of these indexes is probably the method hy 
which new products are introduced into the indexes. New products and 
modified or improved old ones are assigned prices ostensibly equivalent to prices 
that would have existed in the base year, Tn practice this has usually meant 
the initial unit cost of production, which is generally very high and inclides 

. developmental expenses. ‘This practice, coupled with the tendency of new 
products to grow more rapidly in output than older ones, may cause greater 
inflation of the growth rates of industrial production in + European regions 
of the country where conditions are more conduc. ye to the introduction of new 
products. 


There is litle doubt that some of the regional variations in both the level 
and growth of per capita industrial output are attributable to the problems 
discussed above. However, the regional variations in industrial production seem 
far too great to be explained predominantly by variations in statistical bias. 


Derivation of Industrial Inputs and Combined Factor Productivity 


The Input Series 

Perhaps the most. serious deficiency in the analysis is the lack of adequate 
regional data on factor inputs other than labor and capital. There does not 
appear to be any tractable method of imputing inputs from other sectors, par- 
ticularly agriculture, to the industrial sector on a regional basis. although a 
fairly detailed input-output table exists for the country as a whole, there is no 
reason to expect that the coefficients would realistically represent the techniques 
of individual regions, and use of these coetficients would probably compound 
the existing margin of error. 


Indexes of labor services 

The indexes of labor inputs are based on published Soviet data: the average 
annual number of wage carners and salaried personne] in iadustry, the average 
number of days worked per man-year in industry, and the average number of 
hours worked per man-day, Data on hours worked per man-day and days worked 


ber man-year are available only for the USSR as a whole and had to be assumed 
relevant for cach region. To the extent that this assumption is violated, the indexes 
of labor inputs are not fully comparable with those of output. Another problem 
of matching the coverage of inputs and outputs occurs in the labor series because 
of the exchision of industrial workers participating in minor industrial production 
activities on collective farms whose output is included in the indexes of industrial 
production." 


Indexes of industrial gross fixed capital stock 


Data on the growth of in Justrial gross fixed capital stock, by union republic, 
were obtained both directly from Soviet statistical sources and indirectly from 


™ Trud v SSSR, Moscow, 1968, p. 81. 
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estimates of the ruble value of industrial pross fixed capital stock derived hy the 
perpetual inventory method Conceptually, those indexes are less desirable 
as sturogates for the growth of capital services thon indexes. of average annual 
gross fixed capital stock would be, since the indexes presented here represent 
stock as of the end of the year. However, in the absence of firm data on the 
annual ruble value of industrial gross fixed capital, by republic, from which 
indexes of average annual gross fixed capital stock could be derived, the end-of- 
year indexes representa feasible alternative for indicating. the relative: order 
of magnitude in the growth of capital services among the union republics. The 
growth indexes of industrial yross fixed capital stock for 1965 and 1969 (with 
1960 as the base year) are presented in Table A-5. ‘Those in parentheses 
represent values estimated by the perpetual inventory method. 


Four basic steps were followed in obtaining, the estimated indexes. First, 
estimates of the ruble value of industrial gross fixe? capital stock at the end 6f . 
19:0 were derived as shown in ‘Table B-2. For cach republic except Georgia, 
Averbaydzhan, Kazakhstan, and Turkmenia this value was moved forward by 
the reported growth index to the most recent year for which the index was given, 
The perpetual inventory method was then applied for the remaining, years. to 
obtain a ruble value of industrial gross fixed capital stock at the end of 1969. 


No growth indexes were available for Georgia, Azerbaydzhan, Kazakhstan, 
and Turkmenia, so the perpetual inveatory method had to be used for all years. 
Because republic data on the changes in unfinished construction were not 
available, the perprtual inventory method tends to overstate somewhat. the 
growth of industrial fixed capital stock cach year. The stock of unfinished con- 
struction typically grows faster than total investment. Thus, when the values of 
industrial fixed capital stock were summed for all republics at the end of 1965, 
they totaled 152.24 billion rubles, or 2.24 billion rubles more than the reported 
total for the USSR. On the «ssumption that the reported growtl: indexes for the 
other 11 republics were accurate, this error was attributed selely to the estimating 
procedure, and the four estimated values for 1965 were adjusted proportionally to 
add to the difference between the sum of the 11 republics for which data were 
reported and the total for the USSR. Starting from <hese adjusted values, the 
perpetual inventory method was again applicd through 1969. The sum of all 
republic values at the end of 1969 was 211.33 billion rubles, or 3.33 billion rubles 
over the reported total for the USSR. Therefore, the esti ated values were ad- 
justed as before, ind indexes of growzh were then calculated from ratios of the 
adjusted values t> the 1960 values. 


In addition to the lack of data on changes in unfinished construction men- 
tioned above, two other factors associated with the perpetual inventory method 
may have affected the accuracy of the estimates. Since retirement rates for ‘ 
industrial fixed capital stock, by republic, were not available, the all-union retire- 
ment rates were applied to the values of industrial gross fixed capital stock 
of each republic. Second, industrial investment data for some republics (and 


“ The perpetual inventory method can be expressed as follows: 
S>—[(S,) - (RY)J+1=S,5, 
where 


S,= Gross fixed capital stock at the beginning of the year t. 
R,= Rate of retirements in the year t. 
1,= Investment during the year t. 

St4.1= Gross fixed capital stock at the beginning of the year t+ 1. 
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for all republics i 1969) had co be estimated by first calentating, the averayge 
pereentayre share of judustrial investment in total investment over the previous 
period of five to eight years and then applying, this fare to total investment 
for the year(s) in question, Although the extent of any error introduced) by 
these procedines is unknown, iis not very likely that any such error could 
appreciably distort the relative order of magnitude of industrial capital stock 


among. the republies. 


The Relation of Inputs to Ov ‘puts 


The prodnetion finetion used to combine the fabor and capital inputs is the 
familiar Cobb. Dousdas fanetion, Q AL&K", with atb o1. Because it is believed 
that neither perfect nor zero substitutability among, inputs is reasonable for a 
sector as ccnprehensive: as midustry, an intersediate assumption seemed to be 
called for. ‘Therefore, the assumption of unitary clasticity of substitution was 


made for this analysis. 


In estimating. the production function coefficients, it we assumed that labor 
and capital inputs were paid the value of their marginal products in the base 
year; and, for each veyion, the shares of labor and capital in total value added 
in industry were derived exogenously from the production function, The 
average annaal “ages of workers and: salaried employees together with socials 
insurance deductions were taken to reflect the values of the marginal pro ance 
of labor. Since there was ao explicit accounting, of a return to capital in the 
Soviet Union until 1966, the somewhat arbitrary interest rate of 89 was assumed 
and combined with a depreciation allowance to simulate the return on capital. 
This combined rate was applied to all regions. ‘The interest rate of 8%) was 
chosen on the basis that it is one of the two rates employed in previous studies 
of this nature (the other being 209%) and is closer to the experimental 696. rate 
instituted by the Soviets in 1966 than is the 20% rate. The specific steps followed 
in deriving the production function coefficients are outlined in ce notes to 


Table B-3. 
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